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U.S. International Transaetions 
in Royalties and Fees, 1967-7S 

I N recent years, U.S. international 
transactions in royalties and fees have 
attracted increasing attention, in part 
because they can be considered a spe
cific, although limited, measure of the 
transfer of technology between the 
United States and other countries. An 
earlier article discussed the relationship 
of these transactions to the transfer of 
technology, i.e., to the transfer of scien
tific and engineering knowledge applied 
to the design and manufacture of 
products and to production processes; 
described the coverage and limitations 
of the data; and examined the geo
graphic composition of the transactions 
through 1972.' The present article ex
amines the industrial composition of 
the transactions through 1978. 

The data compiled by BEA on these 
transactions consist of U.S. receipts and 
payments of royalties and fees between 
direct investors and their foreign affili
ates, and between U.S. companies and 
unaffiliated foreign companies. The 
classification, by industry, of transac
tions between affiliated parties, i.e., 
direct investment-related transactions, 
by industry, has been available for 
several years; the classification, by 
industry, of transactions between un
affiliated parties has only recently been 
completed. The latter makes possible an 
industry analysis of total U.S. transac
tions in royalties and fees as well as a 
comparison, by industry, of affiliated 
transactions and unaffiliated trans
actions. 

NOTE.—John W. Rutter and Gregory C. 
Fouch of the International Investment Divi
sion provided data and analysis concerning 
affiliated royalties and fees. 

1. Mary Frances Teplin, "U.S. International Transactions 
In Royalties and Fees: Their Holationslilp to the Transfer 
of Technology," SURVEY OF CURRENT BUSINESS, Docombor 
1873. 

Data coverage.—The BEA data on 
royalties and fees measure payments for 
the use of rights or intangible property 
(copyrights, trademarks, patents, tech
niques, processes, formulas, designs, 
franchises, manufacturing rights, etc.) 
and management fees. Royalties refer 
to payments for the use of copyrights 
or trademarks. There are two classi
fications of fees— l̂icensing fees and 
management fees. Licensing fees refer 
to charges for the use of patents or 
industrial processes. Management fees 
refer to charges, mainly by parent 
companies to their affiliates, for pro
fessional and administrative services, 
consulting and technical advice, re
search and development, and other 
expenses allocated by the home office. 
In the regular international trans
actions tables in the SURVEY OP CUR-

RENT B-DSiNESs, the BEA data on 
direct investment-related royalties and 
fees include film rentals.^ These rentals 
are excluded from the data presented 
in this article because they are not 
considered to be related to the transfer 
of technology. In the international 
transactions tables, unaffiliated royal
ties and fees do not include film rentals. 
Affiliated transactions are on a net 
basis—receipts by U.S. parents from 
their foreign affiliates are net of pay
ments to the affiliates; payments by 
U.S. subsidiaries to their foreign parents 
are net of receipts from the parents. 

Industry classification.—With one ex
ception, the analysis of royalties and 
fees by industry utihzes classifications 
based on the categories, for establish
ments, described in the Standard In
dustrial Classification Manual (1972). 

2. In tables 1, 2, and 10 ot tho U.S. international trans
actions articles in tho March, June, September, and Decem
ber issues of tho SURVEY, amUated receipts and payments 
are shown in lines 7 and 23, respectively. UnolTlllatcd receipts 
and payments aro shown in lines 8 and 24, respectively. 

The exception is the petroleum indus
try, which refers to all petroleum-
related activities from exploration 
through retailing. All other classifica
tions exclude petroleum-related activi
ties. Affiliated data are classified by the 
industry of the affiliate and unaffiliated 
data are classified by the principal prod
uct or service of the U.S. company. 

In this article, for receipts, the major 
industry categories shown are manu
facturing, petroleum, mining and smelt
ing, and other industries. For payments, 
the major categories shown are manu
facturing, petroleum, and other in
dustries. For receipts, a more detailed 
breakdoAvn of manufacturing is pre
sented, because the magnitude of trans
actions is substantial. 

Overview.—U.S. companies' earnings 
of royalties and fees increased substan
tially from 1967 to 1978. In 1967, they 
earned $1.5 billion from both affiliated 
and unaffiliated foreign companies; in 
1978, they earned $5.4 biUion (table 1). 
During this period, manufacturing ac
counted for nearly 70 percent of the 
total. Within manufacturing, the ma
chinery and chemicals and allied products 
industries together accounted for 60 
percent of receipts. U.S. companies' 
payments of royalties and fees to foreign 
companies remained rather small; they 
were $0.2 billion in 1967 and $0.6 billion 
in 1978. Manufacturing accounted for 
about 80 percent of total payments dur
ing 1972-78, the years for which in
dustry data are available. 

Receipts 
U.S. companies earn much more in 

receipts of royalties and fees from 
foreign affiliates than from unaffiliated 
foreign companies. Receipts from affil
iates were 74 percent of total receipts 
in 1967 and 80 percent in 1978, and 
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Table 1.—U.S. International Transactions in Royalties and 
Unaffiliated Foreign Residents 

[Millions of dollars) 

Fees with Affiliated and CHART 12 

1975 1977 

Receipts 
Total 

Atniiated 
Unafliliated 

Manufacturing i 
Amiiated 
UnafTihated 

Machinery ' 
Amiiated 
UnalTiliated 

Chemicals and allied products '.. 
Afliliatcd 
Unaflil iated 

Transportation equipment' 
Affiliated 
Unuflilioted 

other manufacturing > 
Atlllialed 
Unaihliated 

Other industries ' 
Afflliated 
Unafflliated-

Payments 
TOIBI. 

Amiiated 
Unamiiated 

Manufacturing ' 
Afflliated 
Unaffiliated 

Other industries ' 
Affiliated 
Unafflliated 

1,516 
1,123 

393 

1,042 
706 
336 

356 
219 
137 
232 
102 
70 

129 
99 
.30 

324 
226 

98 

473 
416 

57 

166 
62 

104 

n.a. 
n.a. 
100 

n.a. 
n.a. 

4 

4,008 
3,251 

757 

2,776 
2,098 

678 

1,137 
837 
300 
561 
439 
122 
251 
194 
57 

826 
627 
199 

1,232 
1,153 

79 

473 
287 
180 

389 
217 
172 

84 
70 
14 

4,084 
3,262 

822 

2,833 
2,110 

723 

1,168 
871 
297 
588 
4IM 
138 
290 
222 

68 
785 
566 
219 

1,251 
1,152 

99 

482 
293 
189 

390 
219 
177 

86 
73 
13 

4,474 
3,654 

920 

3,138 
2,340 

792 

1,308 
905 
343 
027 
479 
148 
302 
247 

55 
(KX) 
054 
240 

1,338 
1,210 

128 

434 
243 
191 

364 
188 
176 

71 
56 
15 

5,429 
4,364 
1,065 

3,766 
2,814 

952 

1,618 
1,188 

430 
701 
600 
161 
374 
265 
109 

1,013 
702 
251 

1,661 
1,548 

113 

610 
390 
214 

450 
204 
192 

153 
132 
21 

' Prehminary. n.a. Not available. 
1. For industry definitions see footnotes to table 2. 

grew at an average annual rate of 13.3 
percent from 1967 to 1978 (chart 12). 
Faced with product competition from 
other countries, U.S. companies ap
parently prefer to exercise an equity 
interest in the use of their intangible 
property and proprietary knowledge in 
order to protect their competitive posi
tions. Most of the growth in receipts 
from foreign affiliates occurred in the 
machinery and chemicals and allietl 
products industries, where there have 
been extensive technological changes. 
Affiliates in these industries are con
centrated in the developed countries 
and are generally provided with "front-
end" technology—for example, the 
latest innovations in the use of com
puters, semi-conductors, and integrated 
circuits antl the most advanced tech
niques for the production of chemicals. 
Less sophisticated information also may 
be shared by the U.S. company, par
ticularly if it relates to firm-specific 
technology. 

In recent years, the increase in the 
number of restrictions on U.S. direct 
investment abroad by potential host 
countries may have hampered the 
growth in affiliated transactions in 

royalties and fees. These restrictions 
range from Eastern Europe's long
standing prohibition of equity invest
ments to the Andean Pact "fade-out" 
rules introduced in 1971 (which require 
foreign affiliates to sell shares to local 
investors and increase the local content 
of their products) and Mexico's 1973 
"Law on the Transfer of Technology" 
(which requires government approval 
for all technology agreements with 
foreign companies). There are some 
countries, particularly the advanced 
developing countries, where U.S. firms 
must provide their technology to local 
firms in order to participate in local 
markets. 

Receipts of royalties and fees from 
unaffiliated foreigners, which grew at an 
average annual rate of 9.6 percent from 
1967 to 1978, also are concentrated in 
the machinery and chemicals and allied 
products industries of the developed 
countries. Licensing and other agree
ments with unaffiliated foreign com
panies are often used by U.S. companies 
that prefer to utilize the experience of 
foreign companies with regard to pro
duction processes and marketing net
works, and by U.S. companies that lack 

U.S. Internatiotial Transactions in 
Royalties and Fees J 

Billion $ (Ratio scale) 

6 
RECEIPTS 
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U.S. Department of Commerce, Bureau of Economic Anatysis 
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the resources for extensive exports or 
foreign operations. Under these agree
ments, foreign companies agree to pay 
royalties and fees, often based on a 
percentage of sales, for the right to 
manufacture and market products uti
lizing the technology of the U.S. 
company. For the most part, U.S. 
companies enter into agreements with 
unaffiliated foreign companies where 
the technology provided is highly 
advanced. 

Royalties and licensing fees.—Trans
actions in royalties and fees with un
affiliated companies consist almost 
entirely of royalties and licensing fees. 
Transactions with affiliated foreign com
panies include, as well, management 
lees; these fees are discussed separately. 

Receipts of royalties and licensing 
fees from affiUates grew more rapidly 
than receipts from unaffiliated com
panies—17.7 percent per year from 1967 
to 1978, compared with 9.6 percent. In 

1978, receipts of royalties and licensing 
fees from affiliated companies were $2.7 
billion, of which about 80 percent was 
accounted for by manufacturing. Ee-
ceipts from unaffiliated foreign com
panies were $1.1 biUion, of which 
manufacturing accounted for about 90 
percent (table 2). Manufacturing re
ceipts from affiliated companies grew 
faster than receipts from unaffiliated 
companies—17.8 percent per year com
pared with 10.1 percent (chart 13). 

Tabic 2.—U.S. Receipts of Royalties and Fees, by Industry 

IMilllons of dollars] 

Affiliated: 

Royalties and fees': 
1967 
1968 
1069 
1970 
1971 
1972 
1973 
1974 
1975 
1970 
1977 
19781' 

Royalties and licensing fees: 
1067 
1968 
1969 
1070 
1071 
1972 
1973 
1974 
1975 
1976 
1077 
1978 p 

Management tecs: 
1967 
1968 
1969 
1070 , 
1071 
1072 
1973 
1074 
1075 
1976 
1977 
1978 p 

Unaffiliated " : 
1967 
1068 
1969 
1970 
1971 
1072 
1073 
1974 
1975 
1976 , 
1977 
W8r 

All 
Industries 

1,123 
1,246 
1,356 
1,561 
1,757 
1,911 
2,309 
2,833 
3,251 
3,262 
3,654 
4,364 

454 
653 
630 
761 
874 

1,C65 
1,376 
1,649 
1,886 
1,956 
2,212 
2,692 

669 
691 
726 
810 
882 
847 
933 

1,184 
1,366 
1,306 
1,343 
1,670 

393 
437 
486 
673 
618 
665 
712 
751 
757 
822 
020 

1,065 

Mining 
and 

smelting' 

37 
44 
64 
47 
45 
55 
78 
67 
80 
60 
69 
66 

2 
3 
4 
2 
2 
2 
6 

14 
(P) 

6 
13 
2 

36 
41 
61 
45 
43 
53 
73 
S3 

C) 
66 
55 
03 

2 

PI 
3 
2 
2 

Petro
leum' 

137 
141 
162 
186 
220 
247 
251 
291 
343 
371 
420 
482 

25 
29 
10 
7 
0 
5 
7 
0 

10 
15 
25 
24 

112 
112 
152 
178 
223 
241 
246 
282 
327 
366 
390 
468 

20 
22 
32 
32 
34 
41 
30 
38 
40 
60 
74 
00 

Manufacturing 

Total 

706 
781 
840 
944 

1,036 
1,208 
1,562 
1,886 
2,098 
2,110 
2,346 
2,814 

373 
460 
531 
609 
723 
888 

1,168 
1,381 
1,573 
1,621 
1,809 
2,218 

332 
331 
309 
335 
313 
320 
384 
605 
625 
488 
536 
596 

336 
391 
429 
506 
535 
566 
635 
670 
678 
723 
792 
052 

Chemicals 
ond allied 
products' 

162 
172 
192 
214 
238 
263 
326 
405 
439 
450 
479 
600 

98 
118 
125 
147 
164 
193 
248 
203 
317 
327 
357 
439 

65 
54 
67 
67 
74 
70 
78 

112 
122 
122 
122 
160 

70 
85 
86 
93 

103 
91 

101 
117 
122 
138 
148 
161 

Primary 
and fab
ricated 
metals < 

45 
43 
44 
48 
45 
47 
60 
82 
90 
64 
67 
78 

11 
13 
16 
16 
16 
19 
25 
38 
53 
25 
29 
36 

34 
30 
29 
32 
29 
28 
35 
44 
37 
39 
38 
43 

29 
27 
29 
34 
40 
39 
42 
43 
47 
47 
69 
41 

Maclilneiy' 

219 
266 
300 
336 
388 
451 
608 
710 
837 
871 
965 

1,188 

171 
217 
265 
310 
382 
478 
627 
728 
837 
898 

1,012 
1,253 

47 
50 
35 
25 
0 

-27 
-19 
-18 

1 
-28 
-47 
-05 

137 
163 
101 
226 
239 
266 
292 
315 
3Q0 
297 
343 
430 

Transpor
tation 
equip
men t ' 

99 
100 
83 
90 
96 

120 
145 
204 
194 
222 
247 
265 

18 
17 
20 
21 
23 
22 
31 
31 
34 
37 
48 
52 

80 
84 
63 
69 
73 

103 
113 
174 
160 
185 
199 
214 

30 
40 
30 
62 
48 
54 
63 
50 
.57 
68 
55 

109 

Other 
manufac
turing ' 

181 
200 
221 
257 
270 
322 
413 
486 
637 
502 
587 
684 

74 
87 

106 
115 
138 
176 
236 
202 
333 
333 
363 
439 

106 
113 
115 
142 
130 
146 
177 
193 
205 
169 
223 
245 

69 
70 
84 
91 

106 
116 
130 
144 
162 
172 
177 
210 

Other 
industries' 

242 
279 
298 
382 
446 
401 
428 
588 
730 
721 
721 

1,000 

64 
71 
84 

131 
142 
170 
190 
245 

(P) 
315 
366 
448 

188 
208 
214 
261 
304 
231 
232 
343 

m 406 
366 
552 

36 
23 
24 
34 
48 
47 
30 
43 
39 
46 
52 
51 

" Preliminary. ° Suppressed to avoid disclosure of data of Indlviduol companies. 
•Less than $500,000. 
1. Consists of tho exploration, mining, and development of metallic and nonmelnlUc 

minerals, anthracite, bituminous coal and lignite, and primary and secondary smelting and 
refining of ferrous and nonferrous metals. 

2. Consists of all petroleum-related activities: exploration, development, production, 
transportation, refining and processing, storage, distribution, and wholesale ond retail selling. 

3. Consists of industrial and agricultural chemicals, plastics, pharniaccuticals, soaps, paints, 
and miscellaneous chemical products. 

4. Consists of tho rolling, drawing, and alloying of ferrous and nonferrous melals; the 
manufacture of castings and miscellaneous primary metal products; and the fabricating of 
ferrous and nonferrous metal products. 

5. Consists of engines; offlco machines; farm, construction, metalworking, special industry, 
general industrial, refrigeration, and service machinery; electrical industrial apparatus; 
electric distributing, lighting, and wiring cfiuipmcnt; radio and television receiving equlp-
ment; communications equipment; electronic components; and household appliances. 

fl. Consists of motor vehicles, aircraft, guided missiles and space vehicles, ships, boats, rail
road etiuipment, and miscellaneous transportation ecfulpmenl. 

7. Consists of foods and beverages; tobacco; apparel and textile products; wood products 
ami furniluro; paper goods; printed materials; products made of rubber, plastic, leather, glass, 
clay or cement; scientific and medical Instruments; photographic supplies; watches; jewelry; 
musical instruments; and toys. 

8. Consists of agriculture; f)reslry and fishing; construction; transportation; conmiunica-
tlons and utilities; wholesale and "•"tall trade; linnnce. insurnnce, and real estate; lodging; 
advertising; engineering; accounll g; and other personal and business services. 

9. Excludes film rentals, which n a included with receipts of royoUies and fees from foreign 
nililiatcs in tho international transoctlons tables published in the SURVEY OK CuniiENT 
BUSINESS. 

10. Consists mostly of royalties and licensing fees. Management fees ore negligible. 
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Table 3.—U.S. Receipts of Royalties and Licensing Fees in Manufacturing, by Area, 1978 " 

(Millions of dollars] 

CHART 13 

Total 
Chemicals 
and allied 
products 1 

Primary 
and 

fabricated 
metals' 

Machin
ery ' 

Transpor
tation 
equip
ment ' 

Other 
manufac
turing > 

Ail countries -
Affiliated« 
Unafflliated 

Developed countries _ 
Afflliated 
Unafflliated 

Canada 
Afflliated -
Unafflliated 

United Kingdom 
Afflliated 
Unafflliated 

European Communities' 
Amiiated 
Unafflliated --. 

Other Europe -
Afflliated 
Unamiiated 

Japan 
Afflliated - -. 
Unafflliated 

Australia, New Zealand, and South Africa. 
Afflliated 
Unaffllloted 

Developing countries 
Affiliated 
Unafflliated 

Latin America -
Afflliated 
Unafflliated -

Other countries -
Afflliated 
Unafflliated 

3,170 
2,218 
952 

2,914 
2,093 
821 

284 
239 
46 

432 
350 
82 

1,248 
1,018 
230 

214 
113 
101 

623 
295 
328 

113 
77 
36 

255 
125 
130 

159 
84 
76 

96 
41 
55 

600 
439 
161 

525 
395 
130 

56 
49 
6 

99 
83 
IS 

228 
175 
53 

63 
28 
25 

65 
30 
25 

35 
30 
6 

78 
46 
31 

49 
29 
20 

27 
16 
11 

76 
35 
41 

66 
32 
34 

10 
8 
2 

16 
8 
8 

19 
11 
8 

6 
3 
3 

10 
2 
8 

6 
1 
6 

10 
3 
7 

9 
3 
6 

1 

1 

1,683 
1,253 
430 

1,606 
1,223 
383 

117 
109 
8 

206 
173 
33 

804 
689 
115 

78 
44 
34 

369 
192 
177 

33 
17 
16 

77 
30 
47 

42 
18 
24 

36 
12 
23 

p Preliminary. 
D Suppressed to avoid disclosure of data of individual companies. 
• Less than $500,000. 
1. For industry definitions see footnotes to table 2. 
2. Excludes management fees and ffim rental receipts. 
3. Original six members only. 

161 
52 

109 

149 
45 

104 

m 

(') 

649 
439 
210 

568 
398 
170 

m 

71 
38 
33 

66 

37 
29 
8 

81 
41 
40 

50 
28 
22 

31 
13 
18 

U.S. Receipts of Royalties and Licensing 
Fees in Manufacturing 

Billion $ (Ratio scale) 

4 

Unaffiliated 

.3 1 I I 1_^J 1 I I J I I I I 
1967 69 71 73 75 77 79 

'Excludes management fees. 

U.S. Department of Commerce, Buteau of Economic Analysis 

The largest source of receipts in 
manufacturing in machinery. AfRUated 
receipts is machinery grew at an aver
age annual rate of 20.0 percent from 
1967 to 1978 and consistently accounted 
for more than one-half the receipts from 
foreign affiliates in manufacturing (table 
2 and chart 14). The latest develop
ments in U.S. technology are principally 
related to the computer and advanced 
electronics industries, and were pro
vided almost entirely to foreign affili
ates located in the developed countries, 
particularly Germany, France, the 
United Kingdom, Japan, and Canada. 

Eeceipts from unaffiliated foreign 
companies in the machinery industry 
accounted for over 40 percent of un
affiliated receipts in manufacturing and 
grew at an average annual rate of 11.2 
percent from 1967 to 1978. Most of the 
know-how supplied to unaffiliated com
panies relates to the manufacture of 
consumer goods, in particular electronic 
components and electrical equipment 

and appliances. Unaffiliated companies 
in the European Communities (EC) and 
Japan were the primary sources of these 
receipts; EC companies accounted for 
nearly 35 percent and Japanese com
panies for just over 40 percent (table .3). 
Eeceipts from the developing countries 
increased, to 11 percent of receipts in 
1978 from 7 percent in 1967. The major 
contributors to this increase were the 
advanced developing countries of Mex
ico, Brazil, India, Taiwan, South 
Korea, and Hong Kong. Eeceipts from 
Latin America were primarily from 
companies manufacturing heavy ma
chinery for construction and industrial 
use; receipts from Asia were primarily 
from companies manufacturing elec
tronic components for electrical ap
pliances and equipment. 

Chemicals and allied products is the 
second largest source of receipts in 
manufacturing. Foreign affiliates ac
counted for over 70 percent of total 
receipts in this industry in 1978, com

pared with slightly less than 60 percent 
in 1967, as the growth in affiliated re
ceipts exceeded that in unaffiliated re
ceipts—14.8 percent per year compared 
with 9.1 percent. Technology in agri
cultural chemicals and fertilizers gen
erally is supplied to affiliates in Canada 
and France; that in industrial chemi
cals, plastics, and synthetics to affil
iates in the United Kingdom and 
Germany; and that in pharmaceuti
cals to affiliates in Germany and 
France. 

Eeceipts from unaffiliated foreign 
companies in chemicals and allied prod
ucts generally involve technology in 
industrial and agricultural chemicals 
and pharmaceuticals. Most receipts 
come from companies in the developed 
countries; approximately 40 percent 
are from Germany, principally for 
industrial chemicals and pharmaceuti
cals, and Japan, for industrial chemi
cals. Eeceipts from the advanced 
developing countries, especially in in-
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dustrial chemicals from Mexico, grew 
rapidly, and accounted for 19 percent of 
unaffiliated receipts in chemicals and 
allied products in 1978, compared with 
14 percent in 1967. 

In contrast to the previously men
tioned industries, in primary and fab
ricated metals and in transportation 
equipment, U.S. companies earn more 
in receipts of royalties and licensing 
fees from unaffiliated foreign companies 
than from foreign affiliates. This 
difference may partly reflect U.S. trade 
regulations and union contracts, which 
specify that the "front-end" technology 
of these industries, a key factor in U.S. 
competitive advantage in world mar
kets, cannot be transferred abroad and 
that certain facets of the production 
processes can neither be made available 
to nor performed in another country. 
Although growth in affiliated receipts 
was faster than in unaffiliated re
ceipts—11.9 percent per year compared 
with 9.5 percent, from 1967 to 1978— 
receipts from unaffiliated foreign com
panies were approximately 60 percent 
of total receipts in these industries 
during this period. More than 90 per
cent of receipts from unaffiliated for
eign companies were from the developed 
countries, and 50 percent of that total 
was from Japan. Of the developing 
countries, most of the affiliated and un
affiliated receipts were from the auto
motive industry of Latin America, 
especially Mexico. Eeceipts from Asian 
companies that manufacture automo
tive and aircraft components increased 
slightly. 

In other manufacturing, affiliated re
ceipts increased faster than receipts 
from unaffiliated foreign companies— 
17.9 percent per year from 1967 to 1978 
compared with 10.5 percent—and ac
counted for over 90 percent of total 
receipts in this category in 1978. The 
majority of affiliated and unaffiliated 
receipts were from the developed coun
tries. In the textile industry, receipts 
were from a large number of developed 
and developing countries. Since 1967, 
there were few technological develop
ments; however, existing information 
and techniques, which are relatively in
expensive to acquire, were widely and 
extensively used. 

CHART 14 

U.S. Receipts of Royalties and Licensing Fees in Manufacturing Industries in 1978 

Primary and 

Fabricated Metals 

(2%) 

Transportation 
Equipment 

.(2%) 

By Industry 

Primary and 
Fabricated Metals 

(4%) 

Affiliated' ($2,218 nnillion) Unaffiliated ($952 nnillion) 

Australia, 
New Zealand and 

South Africa 

(3%) 

By Country 

Australia, 

New Zealand and 

South Africa 

(4%) 

Other 

Europe 

(5%) 

Affiliated' ($2,218 nnillion) 

NOTE-Percentages are based on preliminary data. 

'Excludes management lees. 

'Includes original six members only. 

U.S. Department of Commerce, Bureau of Economic Analysis 

In the petroleum industry, the largest 
source of receipts was refining and proc
essing, accounting for more than half of 
total receipts in 1978. Unaffiliated for
eign companies accounted for more than 
70 percent of total receipts during 
1967-78; growth in unaffiliated receipts 
was more rapid than in affiliated re
ceipts—12.2 percent per year compared 
with 8.4 percent. Developed countries 
accounted for more than 75 percent of 
unaffiliated receipts. 

Unaffiliated ($952 million) 

In the other industries category, re
ceipts from foreign affiliates were far 
larger than those from unaffiliated for
eign companies. Developed countries ac
counted for 80 percent of total receipts. 

Management Jees.—Management fees 
transactions between affiliated com
panies grew less rapidly than royalties 
and licensing fees from 1967 to 1978— 
9.1 percent per year compared with 
17.7 percent (table 2). In 1967, man
agement fees accounted for 60 percent 
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Table 4.—U.S. Paynients of Royalties and 
Fees , by Industry 

(Millions of dollars] 

Affiliated': 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1077 
1978 P 

UnafQIiated: 
1967 
1968 — 
1969 
1970 
1971 
1972 
1973 
1074 
1075 
1076 
1077 
1978 P 

All 
indus
tries 

62 
80 

101 
111 
118 
155 
209 
160 
287 
293 
243 
300 

104 
106 
120 
114 
123 
139 
176 
186 
186 
189 
191 
214 

Petro
leum' 

n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
-10 

5 
1 

- 2 
- 4 

3 
6 

2 
2 
S 
7 
5 
5 
7 
8 
8 
0 
7 

13 

Manu-
lactur-
ing ' 

n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
114 
141 
200 
217 
210 
188 
264 

100 
101 
108 
103 
114 
128 
162 
171 
172 
177 
176 
192 

other 
indus
tries ' 

62 
62 

—42 
72 
77 
53 

126 

2 
3 
0 
3 
3 
6 
7 
7 
6 
7 
8 
8 

•> Preliminary. n.a. Not available. 
1. For Industry definitions see footnotes to table 2. 
2. Excludes flhn rentals, which are included with pay

ments ot royalties and tees to foreign parents in tho inter
national transactions tables published in tho SURVEY. 

of all affiliated royalties and fees; in 
1978, they accounted for 38 percent of 
that total. 

In the petroleum industry, affiliates 
in the Middle East and, in recent years, 
the United Kingdom, were the primaiy 
sources of management fees. U.S. par
ents have provided specialized consult
ing and engineering services, supplied 
maintenance for refineries and oil fields, 
and conducted seismic surveys. In other 
industries, the rapid increase in man
agement fees was primarily the result 
of the demand for architectural, con
sulting, and engineering services in con
nection with widespread construction 
activity in the Middle East, particularly 
in Iran, Saudi Arabia, and Iraq. Sub
stantial receipts in transportation equip
ment manufacturing are attributable to 
extensive U.S. investments in the Ca
nadian automotive industry. U.S. com
panies provide engineering and technical 
services to enable their affiliates to make 
changes necessary for the production of 
new models. 

Payments 

In recent years, U.S. companies dis
bursed more in payments of royalties 
and fees to their foreign parents than to 

Table 5.—U.S. International Transactions in Royalties and Fees ' with Affiliated Foreign 
Residents, by Area 

[Millions ot dollars] 

Year 

Receipts: 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
19781'.-. 

Payments: 
1067 
1968 
1969 , 
1970 
1071 
1072 
1973 
1974 
1075 
1976 
1977 
1978 ••— 

Total 

1,123 
1,246 
1,356 
1,561 
1,757 
1,911 
2,309 
2,833 
3,251 
3,262 
3,554 
4,364 

62 
80 

101 
111 
US 
155 
200 
160 
287 
293 
243 
306 

United 
Kingdom 

153 
161 
183 
217 
240 
271 
302 
356 
444 
448 
476 
649 

European 
Communi

t ies ' 

237 
275 
297 
354 
424 
473 
625 
767 

961 
1,205 

(*) 
- 3 

2 
2 
3 
6 

23 
5 

17 
25 
37 

111 

Denmark 
and 

Ireland > 

n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 

30 
43 
43 
54 
72 

n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s, 
n.s.s. 
n.s.s. 

2 
1 
1 
1 
4 

Other 
Europe' 

78 
79 
99 

104 
112 
131 
157 
173 
214 
215 
232 
235 

11 
9 

13 
21 
36 
72 
01 

149 
114 
131 
93 

121 

Canada 

242 
265 
267 
311 
333 
356 
394 
517 
547 
613 
652 

43 
47 
56 
82 
64 
60 
73 
46 

139 
137 
118 
127 

Latin 
American 
Bepublics 
and Other 

Western 
Hemis
phere 

175 
213 
232 
241 
241 
232 
243 
307 
349 
269 
312 
323 

Australia, 
New 

Zealand, 
Republia 
of South 

Africa 

62 
6S 
76 
90 
107 
115 
152 
167 
182 
179 
195 
206 

-5 
-2 
-1 
-2 
2 

Japan 

37 
45 
63 
66 
83 
102 
153 
190 
200 
230 
279 
401 

4 
4 
1 
1 
1 

-47 
-26 
-34 
-34 

Other 

140 
139 
150 
177 
217 
232 
282 
325 
380 
424 
395 
573 

"Preliminary. * Less than $500,000. n.s.s. Not shown separately. 
1. Excludes film rentals, which aro included with receipts and payments of royalties and fees in tho international transac

tions tables in tho SURVEY. 
2. Original six members only. 
3. When not shown separately, Denmark and Ireland aro included with Other Europe. 

unaffiliated foreign companies (table 1). 
In 1967, payments to foreign parents 
were 37 percent of total payments; in 
1978, these payments accounted for 65 
percent, suggesting that foreign com
panies prefer to exercise an equity 
interest in the use of their intangible 
property and proprietary knowledge 
that gives them advantages in the U.S. 
market. In contrast to receipts, which 
typically consist of a large number of 
transactions of varying size, payments 

typically consist of a small number of 
relatively large transactions. 

U.S. companies' payments to foreign 
parents grew more rapidly than pay
ments to unaffiliated foreign com
panies—^22.1 percent per year from 1967 
to 1978, compared with 7.1 percent. In 
1978, affiliated payments of royalties 
and fees were $0.4 billion, of which two-
thirds was accounted for by manu
facturing. Payments to unaffiliated 
companies were $0.2 billion, of which 

Table 6.—U.S. Receipts of Royalties and Licensing F e e s ' from Affiliated Foreign Residents, 
by Area 

[Millions ol dollars] 

Year 

1907 
1908— 
1969 
1970 
1971 
1972 
1973— 
1974 
1075 
1976 
1977 
1978"' 

Total 

454 
553 
030 
761 
874 

1,005 
1,376 
1,649 
1,886 
1,956 
2,212 
2,692 

United 
Kingdom 

81 
95 

113 
130 
138 
168 
198 
235 
273 
268 
289 
389 

European 
Communi

t ies! 

155 
197 
218 
260 
318 
408 
562 
669 
788 
794 
004 

1,141 

Denmark 
and 

Ireland' 

n.s.s. 

n.s.s. 
n.s.s. 

n.s.s. 
n.s.s. 

19 
29 
33 
42 
52 

other 
Europe' 

35 
44 
57 
64 
76 
00 

125 
115 
150 
162 
167 
210 

Canada 

60 
68 
84 

109 
123 
137 
142 
166 
198 
228 
251 
261 

Latin 
American 
Eepublics 
ana Other 
Western 
Hcmls-
phero 

58 
69 
68 
79 
85 
89 

102 
115 
115 
101 
104 
116 

Australia, 
Now 

Zealand, 
Bepublic 
of South 

Africa 

20 
27 
32 
35 
40 
50 
72 
80 
99 

103 
HI 
125 

Japan 

27 
36 
45 
65 
75 

101 
139 
166 
171 
205 
258 
326 

Other 

18 
16 
14 
19 
19 
23 
36 
61 
64 
62 
86 
72 

•• Preliminary. n.s.s. Not shown separately. 
1. Excludes management fees and film rental receipts. 
2. Includes original six members only. 
3. When not shown separately, Denmark and Ireland aro Included with Other Europe. 
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manufacturing represented 90 percent 
(table 4). 

Boyalties and licensing Jees.—Unaf
filiated transactions in royalties and 
fees consist almost entirely of royalties 
and licensing fees. As in the case of 
receipts, transactions between affiliates 
and their foreign parents include, as 
well, management fees. In the tables of 
this article, royalties and licensing fee s 
are not shown separately from man
agement fees. Problems of disclosure 
preclude the publication of such a 
breakdown. 

More than 70 percent of total affili
ated and unaffiliated royalties and 
licensing fees were in manufacturing 
industries during 1972-78; nearly all 
payments were to the developed coun
tries. Within manufacturing, the largest 
payments were in chemicals and allied 
products. European parent transfers of 
intangible property and proprietary 
knowledge to their U.S. affiliates are 
concentrated in pharmaceuticals, indus
trial and agricultural chemicals, and 
plastics; transfers from unaffiliated for
eign companies are primarily in phar
maceuticals. Other significant transfers 
are in food and in primary and fab
ricated metals, for affiliates, and in 
machinery and in transportation equip
ment, for unaffiliated companies. In the 
category of other industries, there are 
significant affiliated transfers in retail 
trade. 

The majority of affiliated payments 
was to Switzerland, the United King
dom, Germany, Canada, and Japan; the 

T a b l e 7 . — U . S . I n t e r n a t i o n a l T r a n s a c t i o n s i n R o y a l t i e s a n d F e e s w i t h U n a f f i l i a t e d F o r e i g n 
R e s i d e n t s , b y A r e a 

[Millions of dollars] 

Yeor 

Receipts: 
1967— 
1068 

1070... 
1071... 
1072... 
1973... 
1974... 
1075... 
1076... 
1977... 
1978>'.. 

Total United 
Kingdom 

European 
Communi

ties 1 

Denmark 
and 

Ireland = 

Payments: 
1967 
1968 
1969 
1970 , 
1971 
1072 
1073 
1074 
1976 
1976 
1977 
1078"'.-. 

393 
437 
486 
673 
618 
655 
712 
751 
757 
822 
020 

1,065 

104 
106 
120 
114 
123 
139 
176 
186 
186 
189 
191 
214 

55 
53 
55 
56 
66 
63 
74 
71 
79 
72 
82 
93 

32 
35 
41 
35 
37 
44 
53 
67 
76 
77 
72 
84 

107 
113 
134 
157 
161 
158 
169 
187 
199 
210 
226 
261 

46 
47 
52 
52 
55 
57 
72 
70 
67 
67 
63 
67 

n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 

5 
6 
5 
5 

n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 
n.s.s. 

2 
3 
3 
3 
3 

other 
Europe' 

29 
33 
36 
38 
51 
57 
59 
68 
75 
82 

119 
105 

16 
13 
14 
13 
18 
21 
23 
20 
17 
14 
18 
20 

Canada 

33 
31 
28 
33 
32 
38 
32 
38 
38 
45 
42 
61 

3 
4 
4 
4 
5 
6 
6 
7 
9 
9 
8 

10 

Latin 
American 
Republics 
and Other 
Western 
Hemis
phere 

36 
41 
40 
45 
44 
47 
48 
63 
60 
63 
71 
89 

3 
3 
4 
5 
3 
5 
9 
7 
4 
6 

11 
14 

Australia, 
New 

Zealand, 
Republic 
of South 

Africa 

24 
18 
21 
23 
24 
27 
31 
39 
40 
43 
41 
46 

(•) 
(•) 1 
(•) 
(•) 1 

1 
1 
1 
1 
1 
1 

Japan 

95 
130 
155 
202 
223 
240 
273 
249 
219 
246 
275 
343 

4 
4 
4 
4 
4 
6 

13 
12 
9 

13 
16 
15 

Other 

14 
18 
18 
20 
18 
25 
26 
31 
42 
57 
59 
61 

r Preliminary. • Less than $500,000. n.s.s. Not shown separately. 
1. Original six members only. 
2. When not shown separately, Denmark and Irolond are included with Other Europe. 

majority of unaffiliated payments was 
to the original six members of the EC 
and to the United Kingdom. Unaffili
ated payments to Japan and Latin 
America increased in recent years. 

Management fees.—Management fees 
transactions between affiliated com
panies exceeded royalties and licensing 
fees in recent years. Approximately 60 
percent of management fees were in 
manufacturing industries during 1972-
78. The largest payments were in chemi
cals and allied products, mainly reflect
ing the allocation of large research and 
development expenses by European 
companies to their U.S. affiliates. 

Fluctuations in the category of other 
industries were primarily due to sizeable 
management fees transactions between 
U.S. affiliates and their parents in 
Japan and Canada. In the automotive 
industry, transactions between U.S. 
affiliates and their Japanese parents re
sulted in net receipts, because receipts 
of U.S. affiliates from their parents, for 
warranty work performed and for U.S. 
training provided to Japanese execu
tives, exceeded their payments to their 
parents. In the iniursnce industry, the 
Canadian practice of cllocating operat
ing expenses to U.S. affiliates has con
tributed to significant Luctuations. 


